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JAN 0 6 lS9 

Dear Applicants 

Ve have conaidered your application f o r  recognition of exup t ion  f roa  
Federal iacoae tax under rec t ioa  501(c)(3) of the Internal  Revenue Code. 

The evidcace presented d i rc lorer  t ha t  you were incorporated  
, under the  UolrProfit Corpor~ t ion  A c t .  

Tour purposes, brief ly r ta ted ,  ares 

"To co l l ec t  and hold assermentr  collected f:m the property owners 
i n    

   
, as provided i n  the Deed r e r t r i c t i on r  applicable to  property 

i n  r a i d  SuMiv3rioar, and to dirburre these funds a r  and when 
necerrary to  c a p l y  with the  usage thereof ar derigmted i n  said 
Deed reo t r i c t iom,  and ts take over and rtaod i n  t he rhoe r  of the  
or ig inal  r ~ b d i d d e r  of r a i d  Subdirlrionr with reference t o  any a c t  
o r  thing necerrary I n  connection with providing maintenance and 
p r e r e m t i o n  of t he  appearance of the  public area. i n  #aid 
SubdLoirioru a0 contemplated sad prwided f o r  i n  the Leed r e a t t i c  
t iono aforemid. Furthermore, i t  ohal l  be the  porpore of the 
corporatiun :o arn aad maintain the norrresidential,  n o ~ c o m e r c i a l  
properties and arear  within ra id  Subdivirionr dedicated f o r  the 
geueral use m d  benefit  of property a m e r r  therein.' 

You r t a ted  i n  7-r l e t t e r  of , tha t  the  Arrociotion 
co l l ec t r  and d i r h r r e r  the deed r e r t t i c t i a n  s rsesment  f e e r  f o r  the 
maintenance of the  Ian40 avai lable f o r  the  recreational ore of a l l  ths 
psfd up ambers of the baroclatian. 

Ar t ic les  IV and mII cf your Ar t i c les  of I ncorporetion limit the  purpoeer 
and ac t i v i t i eo  of the organization to  thore of a section U)l(c';;! 
organiza:ioa. 



 
 

Sect ion SOl(c)(3) of t he  Code provide8 exemptim for: 

'Corporations...organized and operated oxclusively f o r  re l ig ious ,  
charitable,...or educational puiposer,...no p a r t  of t h e  ne t  earninge 
of which inures  t o  t h e  benef i t  of any p r iva t e  shareholder o r  
individual...' 

Sect ion lO50l(c)(3)- l (b)( l ) ( i )  of t he  Income Tax Regulations providea t h a t  
a n  organization is organized exclusively f o r  one o r  morit exempt purposes 
only i f  its A r t i c l e s  of Organization - 

"[A) L h i t  t he  purposes of such organization t o  one o r  more exempt 
purposes; and 

(B) Do not expreealy empaver the  organization t o  engage, otherwiee 
t t a n  ae an insubetan t ia l  pa r t  of i ts a c t i v i t i e s ,  i n  a c t i v i t i e s  
which i n  themeelver a r e  not i n  furtherance of one o r  more 
exempt purposes." 

Sect ion 1.501(~)(3)- l (c)( l )  of Lhe Income Tax Begulatlons provides that :  

"An organization v i l l  be regarded a8 'operated exclusivel-/' f o r  one 
or more exempt purpores o n l j  i f  i t  engages primarily i n  a c t i v i t i e s  
whfch accaatpiish one o r  more of such exempt purposes speci&'ied i n  
sec t ion  501(c)(3)..." 

Sect ion 1.501(~)(3)- l (J ; ( l ) ( i i )  of t he  Income Tax Regulations provides 
tha t  a l l  t h e  organizations there  described must serve a public r a the r  than 
a p r iva t e  in t e re s t .  

Your organizat ion does not appear t o  be e i t h e r  organized o r  operated 
e x c ~ u o i v e l y  f o r  one o r  more of t he  exmpt  purposes of Section SOl(c)(3). 

On the  b a s i s  of information submitted, w e  conclude that you a r e  not exempt 
from Federal income t ax  under code rec t ion  SOl(c)(3). Therefore, you a r e  
required t o  'File Federal income tax on Form 1120. 

I f  you agree  with there  conclusions or do not wish t o  f i l e  a wr i t t en  
proteat ,  p lease  s ign  and re turn  Porn 6018 i n  the  enclosed self-addressed 
envelope a s  soon a s  possible. 

I f  you do not agree with these conclurions, you may, wi th in  30 days f rm 
t h e  d a t e  of thlr letter, f i l e  i n  dupl icate  a b r i e f  of the  f a c t s ,  law, and 
argument that c l e a r l y  sets f o r t h  your posit ion.  I f  you deai re  an o r a l  
d i r c w s i o a  of t h e  issue,  please ind ica te  t h i s  i n  your proter t .  The 
enclosed Publ icat ion 892 givee ine t ruc t ions  f o r  f r l i n g  a pro tes t .  



 
 

I f  you do not  f i l e  a pro tea t  wi th  t h i a  o f f i c e  wi th in  30 days of t h e  d a t e  
of t h i s  repor t  o r  l e t t e r ,  this proposed determination w i l l  become f ina l .  

I f  you do not p ro te s t ' t h i e  proposed determination i n  a timely manner, i t  
w i l l  be considered by t he  I n t e r n a l  Revenue Service as a f a i l u r e  to  exhaust 
ava i lab le  adminis t ra t ive remedies. Sect ion 7428(b)(2) of t h e  In t e rna l  
Revenue Code provides i n  p a r t  t h a t ,  "A declaratory judgment o r  decree 
under th in  sec t ion  s h a l l  no t  be issued i n  any proceeding unless  t h e  Tax 
Court, t h e  C w r t  of Claims, o r  t h e  d i s t r i c t  court  of the United S ta t ee  f o r  
t he  D i s t r i c t  of Columbia determines t h a t  the  organization involved has  
exhausted adminis t ra t ive remedies ava i l ab le  t o  it  wi th in  the  I n t e r n a l  
Revenue Service. a 

I f  t h i a  d e t e d n a t i c m  letter became# a f i n a l  determination, w e  w i l l  n o t i f y  
t h e  appropriate S t a t e  Of f i c i a l s ,  a s  required by sec t ion  6104(c) of the  
Code, t h a t  based on t h e  information we have, we a r e  unable t o  recognize 
you a s  a n  organization of t h e  type describ-d i n  Code sec t ion  5Ol(c)(3). 

I f  you have any fu r the r  questions,  please contact t h e  person whose name 
and telephone number a r e  sharn a t  t h e  beginning of t h i s  l e t t e r .  

Sincerely yours, 

 
D i e t r i c  t Director 

Enclosures: 
Publ icat ion 892 
Form 6018 




